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GUATEMALA FOR ROCAP 

E.O. 11652: N/A 

SUBJECT: NEW MINISTER S ASSESSMENT OF THE ECONOMY 

1. BEGIN UNCLASSIFIED. IN A PRESS CONFERENCE. 

DRGR FERNANDO NARANJO, NEWLY NAMED DEVELOPMENT ADVISOR 
TO THE PRESIDENT WITH THE RANK OF MINISTER, OFFERED THE 
FOLLOWING ASSESSMENT OF THE STATE OF THE COSTA RICAN 
ECONOMY AND ITS PROSPECTS FOR 1976. 

(A) NARANJO STATED THAT REAL GROWTH IN 1975 AMOUNTED 

TO SV4 PERCENT, WITH THE AGRICULTURAL SECTOR ALONE GROWING BY 
AN IMPRESSIVE 6 PERCENT. IN NARANJO'S VIEW, THE 1975 GROWTH 
RATE AUGURS WELL FOR AN EXPECTED 1976 OVERALL GROWTH 
RATE OF 6 PERCENT. 

(B) SBN SPEAKING OF THE BALANCE OF TRADE, NARANJO STATES 
THAT THE LARGE DEFICIT IN 1974 OF $281 MILLION RESULTED 
FROM A 57 PERCENT INCREASE IN THE PRICE OF IMPORTS. HE ADDED 
THAT IN 1975, THE COMMERCIAL DEFICIT AMOUNTED TO 

ONLY $212 MILLION, A DROP OF 24 PERCENT. HE DID NOT 
SPECULATE ON THE COMMERCIAL DEFICIT EXPECTED IN 1976. 

(C) NARANJO CHARACTERIZED THE FISCAL SITUATION AS 
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GOVERNMENT BUDGET DEFICIT FOR 1976 IS EXPECTED TO BE 
ABOUT $70 MILLION, THE SAME AS THE 1975 DEFICIT. THIS 
EXPLAINS, HE ADDED, THE GOVERNMENT'S INTEREST IN THE 
TAX REFORM PACKAGE BEING DEBATED IN THE ASSEMBLY. 

(D) SPEAKING OF INFLATION, NARANJO SAID THAT RETAIL 
PRICE INCREASES HAD DROPPED FROM 30 PERCENT IN 1974 TO 20 
PERCENT IN 1975. DURING THE SAME TWO YEARS THE WHOLESALE 
PRICE INDEX SHOWED PRICE INCREASES OF 38 AND 14 PERCENT 
RESPECTIVELY. FOR 1976, NARANJO EXPECTS THE OVERALL 
PRICE LEVEL TO INCREASE AROUND 12 PERCENT, WHICH IS, IN HIS 
WORDS,". . . THE PERCENT INCREASE IN THE MAJORITY OF 
INDUSTRIALIZED COUNTRIES." 

2. ACCORDING TO THE PRESS REPORTS, SOME NEWSMEN 
QUESTIONED NARANJO'S ASSERTIONS REGARDING THE LEVEL OF 
SERVCE INCREASES, STATING THAT IT APPEARED TO THEM AS 
CONSUMERS THAT PRICES HAD INCREASED BY A MUCH LARGER 
PERCENTAGE. NARANJO ANSWERED THAT THE PRICE SURVEY 
STUDIES WERE CARRIED OUT IN SUPERMARKETS AND OTHER 
RETAIL STORES. HE CHARACTERIZED THE PRICE STUDIES AS 
RELIABLE, AND SAID THAT INTERNATIONAL ORGANIZATIONS 
HAVE ANALYZED THE GOVERNMENT'S STATISTICS AND FOUND 
THEM ACCURATE. END UNCLASSIFIED 

3. BEGIN LIMITED OFFICIAL USE. COMMENT. NARANJO'S 

FIGURE OF 3.4 PERCENT GROWTH IN 1975 IS HIGHAD THAN PREVIOUS 
EMBASSY AND GOVERNMENT ESTIMATES OF 1975 REAL GROWTH WHICH 
RANGED FROM 1 TO 3 PERCENT. UNFORTUNATELY, FINAL 
NATIONAL INCOME DATA FOR 1975 IS NOT YET AVAILABLE 
FROM THE CENTRAL BANK. THE EMBASSY, LIKE THE REPORT, 

IS SKEPTICAL OF THE PRICE DATA FOR 1975. PERHAPS THE 
IXETHOD OF COMPUTING THE INDICES WAS CHANGED IN MID-STREAM 
OR PRICE CHANGES RESULTING FROM TAX INCREASES WERE 
NOT INCLUDED. THE EMBASSY WILL SEEK FURTHER INFORMATION 
ON THESE POINTS. END LOU. 
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